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GOVERNMENT  DOCUMENTS 
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This  report  is  completed  to  fulfill  the  requirements  of  CDFC ' s 
enabling  legislation  Chapter  40F  of  the  Massachusetts  General  Laws. 
The  enactment  added  by  St.  1975,  c.  886,  provided  in  Section  4  states 

"The  Chairman  of  the  Board  of  Directors 
of  CDFC  created  by  section  two  on  this 
act  shall  submit  three  months  after  the 
end  of  the  fiscal  year,  to  the  Clerk  of 
the  House  of  Representatives,  and  to  the 
Clerk  of  the  Senate  an  annual  report  of 
the  Corporation's  activities." 
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CDFC 


Massachusetts  Community  Development  Finance  Corporation 
131  State  Street.  Suite  600 
Boston.  Massachusetts  02109 

(617)  742-0366 


CHAIRMAN'S  LETTER 


His  Excellency  Edward  J.  King 
Governor  of  the  Commonwealth 
Commonwealth  of  Massachusetts 

Wallace  C.  Mills 

Clerk,  House  of  Representatives 

Commonwealth  of  Massachusetts 

Edward  B.  O'Neill 

Clerk,  Senate 

Commonwealth  of  Massachusetts 

Dear  Sirs: 

It  is  with  pleasure  that  this  fourth  annual  report  of  the  Massachusetts 
Community  Development  Finance  Corporation  (CDFC)  for  the  fiscal  year  ended 
June  30,  1981,  is  submitted.   This  document  has  been  prepared  in  accordance 
with  the  requirement  of  our  enabling  legislation,  Chapter  40F  of  the  Massa- 
chusetts General  Laws. 

During  the  past  twelve  months  CDFC  has  committed  $590,000  to_six  new 
investments.   In  addition,  $150,000  has  been  invested  in  existing  portfolio 
companies.   This  activity  brings  the  total  investment  commitments  to  $3,232,578 
in  twenty-one  Massachusetts-based  economic  development  projects.   Since 
inception  four  investments  have  been  terminated  bringing  the  current  portfolio 
to  seventeen  investments  at  a  cost  of  $1,872,778. 

Critical  to  CDFC's  continuing  success  is  the  acquisition  of  capable 
staff  personnel  and  Board  members.   In  the  past  year  CDFC  has  been  fortunate 
to  add  four  such  people  on  staff:   Beverly  Bates,  Development  Officer,  Western 
Region;  Judi  Leary,  Secretary;  Kermit  Mitchell,  Investment  Officer;  and  Susan 
Schlossberg,  Investment  Officer.   The  addition  of  staff  and  the  reorganization 
of  CDFC  will  serve  to  better  meet  the  needs  of  Community  Development  Corporations 
and  the  portfolio  investments.   Additionally,  two  new  directors  joined  the  Board: 
Albert  Caldarelli,  East  Boston  CDC  and  Joseph  Gangi,  Business  Manager,  Local  III. 

First  on  our  list  of  priorities  during  the  next  fiscal  year  will  be  the 
strengthening  of  our  investment  partners,  the  Massachusetts-based  Community 
Development  Corporations  (CDCs) .   These  state  wide  CDCs  form  a  network  of 
economic  development  entities  that  are  an  integral  part  of  community  economic 
development  and  revitalization.   The  success  of  CDFC  and  of  the  commitment  of 
the  state  of  Massachusetts  to  reinvest  in  distressed  areas  is  primarily  dependent 
upon  the  capacity  of  CDCs  to  define  local  economic  objectives  and  implement  that 
strategy. 
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As  always  the  year  before  us  will  be  an  unpredictable  one,  but  we 
remain  confident  that  CDFC  will  continue  to  meet  its  three  principal 
goals  as  outlined  in  the  1981-82  Operational  Plan: 

•  "Provide  venture  capital  financing  for  economic  development  projects 
to  reduce  unemployment  and  stimulate  the  economy  and  redevelopment  of 
substandard,  decadent,  or  blighted  areas  of  the  Commonwealth 

•  Ensure  a  direct  financial  return  to  the  Commonwealth  from  investment 
activities 

9      Ensure  that  the  Corporation  has  a  strong  financial,  political  and 
operational  base  from  which  growth  strategies  can  be  developed  and 
implemented." 

Respectfully  submitted, 

MASSACHUSETTS  COMMUNITY  DEVELOPMENT 
FINANCE  CORPORATION 


S.  Donald  Gonson 
Chairman/ 


Thomas  W.  Wharton 


'  //v.7/>'^>,-v 


President 
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BOARD  OF  DIRECTORS 

CDFC  is  run  by  a  nine-member  Board  of  Directors  whose  varied 
backgrounds  reflect  the  broad  goals  of  our  program.   Six  Directors 
are  appointed  by  the  Governor  for  staggered  five-year  terms;  two 
individuals  experienced  in  investment  finance,  three  members  of 
CDCs  who  reside  in  target  areas,  and  one  representative  of  organized 
labor.   The  other  three  Directors  are  members  of  the  Executive  branch 
of  the  Commonwealth.   A  majority  vote  of  the  Directors  is  required 
before  making  any  investment. 

Individuals  experienced  in  investment  finance: 

•  S.  Donald  Gonson,  Chairman 

Senior  Partner,  Hale  and  Dorr,  Attorneys  at  Law 
(term  expires  May  15,  1981) 

•  Open  Seat 

Residents  of  target  areas  and  members  of  CDCs: 

•  Richard  P.  Courchesne,  Vice  Chairman 
President,  Olde  Holyoke  Development  Corporation 
(term  expires  May  15,  1982) 

•  Jorge  N.  Hernandez 

Executive  Director,  Inquilinos  Boricuas  en  Accion  (IBA) 
(term  expires  May  15,  1985) 

©  Albert  F.  Caldarelli 

Director,  East  Boston  Community  Development  Corporation 
(term  expires  May  15,  1984) 

Representative  of  organized  labor: 

•  Joseph  A.  Gangi 
Local  111 

(term  expires  May  15,  1983) 

Members  of  the  Executive  branch  of  the  Commonwealth  (ex  officio) 

•  Secretary  of  the  Executive  Office  of  Economic  Affairs 
George  S.  Kariotis 

represented  by  Richard  H.  Demers,  designee 

•  Secretary  of  the  Executive  Office  of  Communities  and  Development 
Byron  Matthews 

represented  by  John  J.  Judge,  designee 

•  Secretary  of  the  Executive  office  of  Administration  and  Finance 
Edward  T.  Hanley 

represented  by  David  M.  Thomas,  designee 
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STAFF  AND  ADVISORS 


Staff 


President: 


Thomas  W.  Wharton 


Senior  Development  Officer:  Patrick  J.  McGuigan 


Development  Officer 


Beverly  J.  Bates 


Investment  Officer: 


Susan  Schlossberg 


Investment  Officer: 


Kermit  G.  Mitchell 


Executive  Secretary: 


Osla  de  Figueiredo 


Secretary: 


Judi  M.  Leary 


Advisors 


Outside  Legal  Counsel 


Choate,  Hall  &  Stewart 


Auditors: 


Deloitte,  Haskins  &  Sells 


Bank  Investment  Advisors:    Shawmut  Bank  of  Boston,  N.A, 
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PROGRAM  SUMMARY 

The  Massachusetts  Community  Development  Finance  Corporation  (CDFC) 
was  created  by  the  Massachusetts  Legislature  as  a  source  of  venture 
capital  for  investment  in  business  enterprises  which  have  the  capacity 
to  create  good  jobs  and  other  direct  and  indirect  benefits  for  residents 
of  depressed  areas  of  the  Commonwealth.   CDFC  invests  funds  in  conjunction 
with  locally-based  Community  Development  Corporations  (CDCs)  which  act 
in  a  partnership  relationship  with  companies  seeking  to  expand  or  locate 
in  the  community  represented  by  the  participating  CDC.   CDFC  funds  may 
be  invested  as  both  debt  and  equity  at  flexible  terms  and  interest  rates, 
and  are  available  to  those  firms  which  can  demonstrate  the  potential 
for  financial  viability,  have  the  ability  to  provide  good  employment 
opportunities,  and  are  unable  to  meet  their  financial  needs  through 
investment  sources. 

The  CDC  plays  an  integral  part  in  the  investment  process.   To  be 
eligible,  a  CDC  must  broadly  represent  its  respective  community  and 
have  the  capacity  to  handle  the  needs  of  its  business  partner  and 
also  to  ensure  that  CDFC ' s  public  purpose  goals  are  met.   To  date 
their  are  approximately  fifty-four  CDCs  in  Massachusetts  that  meet 
the  legislative  criteria  to  be  eligible  for  CDFC  financing.   However, 
not  all  have  the  capacity  to  meet  their  responsibilities  in  the  three- 
way  partnership. 

CDFC  feels  a  responsibility  to  its  CDC  partnership  and  is  developing 
other  models  for  investment  that  will  more  meet  the  needs  of  CDCs  to 
build  their  financial  and  development  capacity  base.   A  Community 
Development  Investment  Program  is  now  is  draft  form  and  will  be  put 
into  place  in  the  coming  year. 
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INTRODUCTION 

The  Massachusetts  Community  Development 
Finance  Corporation  (CDFC)  was  created  by 
the  Massachusetts  Legislature  as  a  source  of 
public  venture  capital  for  investment  in 
business  enterprises  which  have  the  capacity 
to  create  good  jobs  and  other  direct  benefits  for 
residents  of  depressed  areas  of  the 
Commonwealth.  CDFC  invests  funds  in 
conjunction  with  locally-based  community 
development  corporations  (CDCs)  which  act  in 
a  partnership  relationship  with  companies 
seeking  to  expand  or  locate  in  the  community 
represented  by  the  participating  CDC.  CDFC 
funds  may  be  invested  as  both  debt  and  equity 
at  flexible  terms  and  interest  rates,  and  are 
available  to  those  firms  which  can  demonstrate 
the  potential  for  financial  viability,  have  the 
ability  to  provide  good  employment  oppor- 
tunities and  are  unable  to  meet  their  financial 
needs  through  traditional  investment  sources. 


OUR  HISTORY  AND  STRUCTURE 

CDFC  was  created  in  1975  by  an  act  of  the 
Massachusetts  State  Legislature  which  then 
capitalized  this  new  corporation  with  $10 
million  dollars  from  the  State  Treasury  in 
payment  for  all  of  the  corporate  stock.  The 
interest  earned  on  funds  not  invested  in 
portfolio  companies  supports  the  costs  of 
doing  business.  CDFC  is  governed  by  a  nine- 
member  Board  of  Directors  which  is  appointed 
by  the  Governor  and  responsible  for  policy  and 
final  investment  decision-making.  A  pro- 
fessional staff  of  business  analysts  and 
community  development  specialists  carries  out 
the  day  to  day  affairs  of  CDFC  and  is 
responsible  for  evaluating  proposals  and 
monitoring  all  investments. 


THREE-WAY  INVESTMENT  PARTNERSHIP 


Jobs  for  CDC  Target  Area  Residents 

Development  and  Growth  of  New  Business 
and  Industry 

Economic  Revitalization  of  Depressed 
Communities 

Coordination  of  Public  and  Private 
Resources 

Increased  Tax  Revenues  to  Localities  and 
the  Commonwealth 


ELIGIBILITY 

CDFC  will  consider  investment  proposals  from 
new  and  existing  businesses  which  have  the 
active  support  of  an  eligible  CDC  and  which 
meet  our  minimum  threshold  requirements. 
Thus,  in  determining  basic  eligibility,  we  must 
make  the  following  findings  relative  to  the  CDC 
and  the  business. 

An  eligible  CDC  is  one  which: 

■  Is  a  non-profit.  Chapter  180  corporation 
under  Massachusetts  General  Laws, 

■  Is  organized  to  operate  within  a  specific 
geographic  area  coincidental  with  existing 
political  districts  containg  no  more  than 
115,000  people. 

■  Has  an  official  membership  open  to  all 
area  residents  18  years  of  age  and  older, 
with  each  member  having  one  vote. 

■  Has  a  Board  of  Directors,  at  least  a 
majority  of  which  is  elected  by  the  full 
membership  to  staggered  three-year 
terms,  with  the  remainder  being 
appointed  by  other  non-profit 
organizations  or  public  officials, 

■  Has  a  target  area  which  may  be 
characterized  as  economically  depressed 
with  a  median  family  income  not  more 
than  85%  of  that  for  the  Boston  SMSA. 

An  eligible  business  is  one  which: 

■  Is  located  in  or  planning  to  locate  to  a 
community  served  by  an  eligible  CDC, 

■  Has  a  reasonable  expectation  of  being 
financially  viable, 

■  Will  increase  full-time,  primary-wage 
employment  and/or  provide  some  other 
direct  benefit  to  the  community  such  as 
necessary  goods  or  services, 

■  Will  hire  a  significant  portion  of  new 
employees  from  the  labor  force  of  the  CDC 
target  area, 

■  Is  unable  to  obtain  financing  through 
conventional  sources  because  of  the 
unavailability  of  capital  or  because  capital 
is  available  only  at  terms  which  would 
jeopardize  the  success  of  the  venture. 


WHAT  WE  OFFER 

Our  Program  is  based  upon  the  creation  of  a 
three-way  partnership  between  CDFC,  a 
business  and  a  CDC.  Our  investments 
generally  fit  into  one  of  two  categories,  those 
which  involve  a  privately-owned  business  with 
the  sponsorship  of  a  CDC  and  those  in  which 
the  CDC,  itself,  is  the  majority  owner  of  the 
business.  Investment  opportunities  are 
selected  on  the  basis  of  a  thorough  analysis  of 
both  the  business  plan  of  the  company  and  the 
potential  community  impacts  of  the  venture. 

CDFC  loans  are  invested  as  debt  (interest 
bearing  loans  at  negotiable  rates  and  terms) 
and  as  equity  (the  purchase  of  common  stock). 
In  most  situations  CDFC  seeks  an  equity 
position  in  the  company  which  is  shared  with 
the  participating  CDC.  There  are  no  fixed  rates 
or  formulae  for  structuring  our  investments. 
Rather,  we  tailor  each  package  to  the 
individual  needs  of  the  business  and  other 
partners.  Pledges  of  stock  and/or  collateral  as 
well  as  personal  guarantees  are  often  required 
of  business  owners.  There  are  no  maximum  or 
minimum  financing  amounts.  However,  we 
make  every  attempt  to  leverage  the 
participation  of  other  public  and  private 
funding  sources  where  appropriate.  CDFC  will 
often  subordinate  its  interest  to  other  lenders 
in  order  to  make  such  participation  possible. 

After  an  investment  is  made,  both  CDFC  and 
the  CDC  are  responsible  for  monitoring  the 
progress  of  the  company  and  for  providing 
assistance  to  management  in  meeting 
financial  and  public  benefit  goals.  CDCs  are 
often  able  to  provide  significant  services  to  a 
business  in  such  areas  as  recruiting  and 
training  employees,  identifying  and  securing 
space,  obtaining  low  or  no-cost  business 
planning  and  management  assistance, 
procuring  contracts  from  public  or  private 
sources  and  interceding  on  behalf  of  the 
company  with  local,  state  or  federal  authorities. 
CDFC,  itself,  maintains  a  staff  of  business 
specialists  and  is  often  able  to  provide  valuable 
advice  and  assistance  to  company  manage- 
ment and  directors  over  the  course  of  the 
relationship. 


OPERATING  PROCEDURES 

CDFC  welcomes  all  inquiries  regarding  our 
program  and  how  we  operate.  However,  the 
process  really  begins  at  the  CDC  level. 
Businesses  interested  in  CDFC  financing  must 
begin  by  approaching  an  eligible  CDC  in  their 
area,  if  there  is  one.  A  list  of  Massachusetts 
CDCs  is  available  from  the  CDFC  office.  If  a    . 
CDC  decides  to  sponsor  a  business,  an 
application  is  made  to  CDFC  for  financing. 
CDFC  staff  make  an  initial  determination  as  to 
the  eligibility  of  the  project  and  notify  the  CDC 
and  the  company  as  to  whether  or  not  we  are 
interested  in  the  venture.  If  the  finding  is 
positive,  we  then  move  to  a  period  of  detailed 
analysis  of  the  business  plan  of  the  company 
and  begin  a  series  of  discussions  with  the 
entrepreneurs,  the  CDC  and  other  financing 
sources.  At  this  point,  the  staff  makes  a 
decision  as  to  whether  or  not  to  recommend 
financing  and,  if  so,  under  what  terms  and 
conditions.  A  package  is  prepared  for  review  by 
the  Board  of  Directors  of  CDFC  which  meets 
monthly. 

To  this  point,  the  CDFC  investment  process 
generally  takes  about  60  days,  barring  no 
unusual  circumstances  or  problems.  The 
Board  makes  all  decisions  as  to  whether  or  not 
a  final  investment  is  made.  Upon  Board 
commitment,  staff  are  then  authorized  to  bring 
the  investment  to  closing.  After  an  investment 
is  made,  the  company  is  responsible  for 
periodic  reporting  to  CDFC  and  the  CDC, 
including  the  submission  of  financial 
statements  on  a  regular  basis. 


HOW  TO  APPLY 

Application  for  financing  from  CDFC  is  made 
in  the  form  of  a  joint  proposal  by  the  business 
and  the  CDC.  The  components  of  this  proposal 
are  as  follows: 

(1)  From  the  CDC 

■  Letter  of  approval  and  support  for  the 
venture  from  CDC  Board, 

■  Description  of  why  the  CDC  is  seeking  an 
investment  in  the  company  and  the 
anticipated  community  impacts  of  the 
venture, 

■  Copy  of  current  Articles  of  Organization 
and  By-Laws  of  the  CDC. 

(2)  From  the  Business 

■  Complete  and  detailed  business  plan  (a 
detailed  outline  available  upon  request), 

■  Description  of  intended  use  of  proceeds, 

■  Description  of  current  and  anticipated 
number  and  wage  levels  of  employees, 

■  Financial  projections  for  at  least  three 
years, 

■  Historical  financial  statements  for  the 
past  three  years  including  income 
statements,  cashflows,  and  balance 
sheets,  if  applicable. 


CDFC  makes  every  effort  to  work  in 
cooperation  with  other  providers  of  financial 
and  technical  assistance  to  the  business  and 
development  community  such  as: 

■  Community  Economic  Development 
Assistance  Corporation  (CEDAC) 

■  Massachusetts  Business  Development 
Corporation  (MBDC) 

■  Massachusetts  Technology  Development 
Corporation  (MTDC) 

■  Massachusetts  Industrial  Finance  Agency 
(MIFA) 

■  Massachusetts  Government  Land  Bank 

■  Federal  Economic  Development  Agencies 

■  Banks  and  other  private  lenders 

■  Small  Business  Administration 


All  applications  should  be  submitted  to: 

Massachusetts  Community  Development 

Finance  Corporation 

131  State  Street,  Suite  600 

Boston,  MA  02109 

Attention:  President 
Tel.  (617)742-0366 


Massachusetts 
Community  Development 
Finance  Corporation 

131  State  Street,  Suite  600 
Boston,  Massachusetts  02109 
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PORTFOLIO  SUMMARY 

From  inception  to  June  30,  1981,  CDFC  has  made  financial  commitments 
to  twenty-one  locally-based  economic  development  projects.  An  additional 
two  projects  have  been  committed  to  since  the  end  of  the  fiscal  year.  Of 
that  total  four  have  been  terminated  because  of  poor  financial  performance 

The  outstanding  investments  are: 

-A  $427,800  commitment  in  debt  and  equity  to  Harvard  Design,  Inc., 
a  Cambridge  upholstered- furniture  manufacturer,  in  conjunction 
with  the  Cambridge  Community  Economic  Development  Corporation, 

-A  $90,000  debt  and  equity  investment  in  Portuguese-American 
Publications,  Inc.,  a  Portuguese  language  newspaper  and  commercial 
printer  serving  Southeastern  Massachusetts,  in  conjunction  with 
Resources  for  Economic  Action,  Incorporated  (Re-Act) , 

-A  $150,000  debt  and  equity  commitment  to  the  Nieghborhood  Energy 
Company,  a  residential  energy  audit- retrofit  company  providing 
energy  conservation  services  and  insulation  contracting,  work , 
in  conjunction  with  the  Neighborhood  Development  Corporation 
of  Jamaica  Plain, 

-A  $310,000  letter  of  credit  to  Taurus  at  Fountainhill  Associates, 
to  enable  Cruz  Construction  Company,  a  minority  general  contractor, 
to  construct  a  73-unit  family  housing  development  in  Greater 
Roxbury  Development  Corporation's  neighborhood, 

-A  $230,000  debt  and  equity  investment  to  Neptune  International,  Inc., 
a  waterbed  manufacturer,  in  conjunction  with  the  Dorchester  Bay 
Economic  Development  Corporation, 

-A  $200,000  debt  and  equity  commitment  to  New  England  Soy  Dairy,  Inc., 
a  soybean  foods  and  tofu  manufacturer,  in  conjunction  with  the 
Franklrn  County  Community  Development  Corporation, 

-A  $213,000  debt  and  equity  investment  to  Cybermation,  Inc.,  a 
manufacturer  of  numerical  control  systems,  in  conjunction  with  the 
Riverside/Cambridgeport  Community  Corporation, 

-A  $175,000  debt  and  equity  commitment  to  Spectrum  Color  Labs,  Inc., 
a  custom  photo  processor,  in  conjunction  with  the  South  Boston 
Community  Development  Corporation, 

-A  $100,000  debt  and  equity  commitment  to  Lamb's  Metal  Fabrications 
of  Cleghorn,  Inc.,  a  manufacturer  of  wrought  iron  products,  in 
conjunction  with  the  Cleghorn  Neighborhood  Development  Corporation, 

-A  $135,000  loan  to  Brightwood  Corporation,  a  Springfield  community 
group,  which  was  used  to  invest  in  a  limited  real  estate  partnership, 
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■A  $200,000  debt  commitment  to  South  End  Press,  Inc.,  a  .non-prof it 
publishing  company,  in  conjunction  with  the  United  South  End/Lower 
Roxbury  Development  Corporation, 

•A  $125,000  debt  and  equity  commitment  to  Artsmith's,  Inc.,  a 
personalized  stationary  printer,  in  conjunction  with  the  North 
Adams  Community  Development  Corporation, 

■A  $125,000  debt  and  equity  commitment  to  Nordic  Insulation,  Inc., 
a  cellulose  insulation  manufacturer,  in  conjunction  with  the 
Brockton  Community  Development  Corporation, 

•A  $15,000  debt  investment  in  Sun-Kit,  Inc.,  a  solar  panel  manufacturer 
in  conjunction  with  the  Franklin  County  Community  Development 
Corporation, 

■A  $100,000  debt  and  equity  commitment  to  R  &  W  Machine  Company,  Inc., 
a  high  precision  machine  shop,  in  conjunction  with  the  Cleghorn 
Neighborhood  Development  Corporation, 

■A  $100,000  debt  and  equity  commitment  to  Solid  American  Fuel 
Enterprise,  Inc.,  a  firewood  processor,  in  conjunction  with  the 
Franklin  County  Community  Development  Corporation, 

■A  $125,000  debt  and  equity  commitment  to  RIM  Plastics,  Inc.,  a 
plastic  molding  manufacturer,  in  conjunction  with  the  Neighborhood 
Development  Corporation  of  Jamaica  Plain, 

In  addition,  two  other  commitments  were  made  after  June  30,  19  81, 
but  before  this  document  was  prepared: 

■A  $100,000  debt  and  equity  commitment  to  A  &  M  Packaging,  Inc., 
a  corrugated  packaging  manufacturer,  in  conjunction  with  the 
North  Adams  Community  Development  Corporation,  and; 

•A  $250,000  debt  and  equity  commitment  to  P  &  M  Wood  Products,  Inc., 
a  wood  products  manufacturer,  in  conjunction  with  the  Franklin 
County  Community  Development  Corporation. 
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ARTSMITH'S,  INC. 

Artsmith's,  Inc.,  is  a  printer  of  personalized  stationary 
located  in  the  Windsor  Mills  of  North  Adams.   Arthur  Smith 
originally  purchased  the  business  from  Eaton  Paper  and  began 
the  company  as  an  independent  entity  in  1979.   In  1980  the 
North  Adams  CDC  assisted  the  firm  by  loaning  funds  to  purchase 
additional  equipment.   In  October  of  the  same  year  CDFC  approved 
a  debt  and  equity  financing  of  $125,000  to  continue  the  growth 
of  the  business. 

Artsmith's  will  be  looking  to  expand  its  workforce  of 
twelve  people  to  twenty  in  the  next  twelve  months  as  the  company 
expands  its  nationwide  stationary  store  customer  base  from  about 
800  to  1500.   In  addition,  other  printing  products  are  planned 
for  introduction. 

CYBERMATION,  INC. 

Cybermation,  Inc.  is  a  manufacturer  of  minicomputer 
flamecutting  controllers  and  programming  centers.   Their 
products  are  typically  used  in  heavy  industry  and  construction, 
primarily  for  cutting  sheets  of  industrial  steel.   The  company 
is  presently  located  at  377  Putnam  Avenue,  in  Cambridge  MA. 

CDFC  invested  $213,000  in  Cybermation  in  April,  1980 
in  participation  with  the  Riverside/Cambridgeport  Community 
Development  Corporation.   CDFC's  investment  has  enabled  the 
company  to  obtain  Accounts  Receivable  financing  at  the  First 
National  Bank  and  a  $350,000  loan  from  the  Massachusetts 
Business  Development  Corporation,  with  a  90%  quaranty  from 
the  Small  Business  Administration. 

Cybermation  currently  employes  22  people  and  expects 
to  increase  its  work  force  to  30  people  within  the  next 
12  months.   RCCC,  Cybermation  and  CDFC  have  agreed  to  a 
strong  local  hiring  contract  under  which  the  company,  for 
the  next  year,  shall  use  its  best  efforts  to  hire  at  least 
50%  of  its  productive  workers  from  the  CDC  * s  neighborhood 
and  thereafter  shall  hire  at  least  70%  from  the  neighborhood. 
The  jobs  are  good  ones,  offering  decent  wages,  advancement 
opportunities  and  valuable  skills.   The  company  also  agreed 
to  hiring  goals  for  residents  of  the  city  of  Cambridge. 
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HARVARD  DESIGN 

Harvard  Design  is  a  Cambridge-based  manufacturer  of  Early 
American  upholstered  furniture.   The  company  started  in  1979  at 
the  initiative  of  the  Cambridge  Community  Economic  Development 
Corporation  (CCEDC)  by  acquiring  the  assets  of  an  existing 
furniture  company  which  was  going  out  of  business.   CDFC  has 
dispursed  $406,000  to  date  of  which,  $275,000  was  a  first 
round  financing  and  $131,000  in  a  second  financing.   New 
England  Merchants  National  Bank,  has  provided  an  additional 
$75,000  in  a  term  loan  as  the  remainder  of  the  financing  for 
the  company. 

CCEDC  took  the  lead  in  starting  up  Harvard  Design  because 
of  their  commitment  to  maintain  and  increase  threatened  blue 
collar  employment  in  their  area.   The  CDC  was  able  to  obtain 
$15,000  in  Community  Development  Block  Grant  funds  from  t:he 
city  of  Cambridge  as  well  as  a  commitment  of  CETA  On-The-Job 
Training  slots  for  potential  workers.   Harvard  Design  currently 
employes  about  15  people  and  will  be  hiring  at  least  70%  of  its 
future  employees  from  the  CDC's  neighborhood  and  at  least  90% 
from  the  city  of  Cambridge. 

The  company  is  currently  experiencing  a  decline  in  sales 
that  is  primarily  due  to  the  general  overall  downturn  in  the 
furniture  industry. 

CCEDC  has  shown  a  remarkable  commitment  of  their  time, 
energy,  assets  and  personnel  towards  the  success  of  this 
company.   As  an  example  the  CCEDC  has  provided  a  full-time 
manager  from  the  CCEDC  and  has   pledged  personal  assets  in 
order  to  secure  financing  for  Harvard  Design. 

Indeed  Harvard  Design  would  not  now  still  be  operating 
except  for  the  commitment  of  resources  by  both  the  CCEDC  and 
CDFC  to  this  difficult  situation. 

LAMBS  METAL  FABRICATION  OF  CLEGHORN ,  INC. 


Lamb's  Metal  Fabrication  of  Cleghorn,  Inc.  a  metal 
fabrication  and  repair  business  located  in  Fitchburg,  MA 
was  acquired  by  the  Cleghorn  Community  Development  Corporation 
in  May,  1980.   To  date  CDFC  has  invested  $45,000  of  the  $100,000 
committed  on  May  8,  1980.   Lamb's  is  a  long  established  business 
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dating  back  to  1889  and  has  had  a  reputation  for  quality  work- 
manship concentrating  in  ornamented  iron  railing  and  custom-made 
wrought  iron  railings  as  well  as  truck  or  automobile  spring 
repair. 

In  the  last  few  years,  Lamb's  had  been  managed  by  an 
absentee  owner  with  a  gradual  decrease  in  sales  and  productivity. 
The  CDC  investigated  the  situation  carefully  and  felt  that  there 
was  a  strong  potential  market  for  the  business  that  was  not  being 
tapped.   The  Cleghorn  CDC  views  the  Lamb's  investment  as  an 
opportunity  to  turn  around  a  local  small  business,  thereby 
helping  to  revitalize  the  area  and  also  establish  a  positive 
track  record  for  the  CDC. 

NEIGHBORHOOD  ENERGY  COMPANY 

The  Neighborhood  Energy  Company  is  a  community-owned  energy 
audit  and  retrofit  company  started  by  the  Neighborhood  Development 
Corporation  of  Jamaica  Plain.   The  company  is  the  first  for-profit 
venture  established  by  the  CDC  and  was  started  after  a  careful 
year  long  analysis  of  the  marketing,  financing  and  management 
issues  involved.   The  CDC  received  assistance  in  this  analysis 
from  both  the  Massachusetts  Executive  Office  of  Communities  and 
Development  and  the  Community  Economic  Development  Assistance 
Corporation. 

CDFC  invested  $150,000  in  the  company  which  first  began 
operations  in  March,  1980.   At  this  time  one  crew  is  on  the 
job  with  plans  to  add  a  second  crew  within  the  next  few  months. 
The  Neighborhood  Energy  Company  has  been  working  closely  with 
the  other  community  programs  such  as  Tradewinds,  a  youth 
training  program,  and  Urban  Edge,  a  non-profit  housing 
corporation  active  in  Jamaica  Plain.   In  addition,  the 
city  of  Boston's  new  Energy  Office  and  the  state's  Executive 
Office  of  Energy  Resources  have  offered  their  support  for 
the  new  company,  which  is  seen  as  a  possible  model  for 
accomplishing  a  number  of  important  goals  including  energy 
conservation,  neighborhood  improvement,  increased  local 
employment  and  an  economic  development  project  which  reinvests 
its  profits  back  in  the  community. 
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NEPTUNE  INTERNATIONAL  CORPORATION 

Neptune  International  Corporation  is  a  manufacturer 
of  a  hardwood  furniture  specializing  in  complete  bedroom 
sets  for  use  with  waterbeds.   The  company  is  located  on 
the  Columbia  Point  peninsula  in  Dorchester  just  adjacent 
to  the  public  housing  project.   Neptune  currently  employs 
over  45  people,  most  of  whom  are  Boston  residents. 

CDFC  invested  $230,000  in  February  1980,  which  allowed 
Neptune  to  consolidate  three  direct  SBA  notes  into  a  single 
long  term  loan  and  also  to  leverage  an  additional  $250,000 
term  loan  from  the  First  National  Bank  of  Boston  with  a  SBA 
guarantee.   CDFC's  investment  was  undertaken  in  conjunction 
with  the  Dorchester  Bay  Economic  Development  Corporation, 
which  is  represented  on  Neptune's  Board  of  Directors  and 
which  provides  assistance  to  the  company  in  meeting  its 
hiring  goals.   Neptune  has  committed  itself  to  hiring  at 
least  50%  of  its  future  employees  from  the  CDC ' s  neighborhood 
with  a  goal  of  65%  of  neighborhood  hiring. 

The  starting  wage  at  Neptune  is  over  $4.82  per  hour. 
The  average  wage  is  $5.70.   The  company  has  used  CETA  Qn- 
The-Job  Training  programs  as  well  as  job  referral  programs 
administered  by  the  Welfare  Department  and  Corrections 
Department  successfully  in  the  past  and  intends  to  use 
such  programs  in  the  future  as  part  of  its  effort  to 
offer  good  paying  employment  opportunities  to  unskilled 
and  unemployed  Boston  residents. 

NEW  ENGLAND  SOY  DAIRY 

New  England  Soy  Dairy  is  a  tofu  (a  soybean  derivative) 
manufacturer  located  in  Greenfield,  Massachusetts.   The  market 
for  tofu  both  as  a  health  food  and  as  a  low  calorie,  high  protein, 
less  expensive  meat  substitute  has  expanded  greatly  in  the  last 
few  years.   Sales  for  Soy  Dairy  have  gone  from  under  $100,000 
three  years  ago  to  over  $1  million  this  year  with  employment 
increasing  to  50  full-  and  part-time  employees. 
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CDFC  committed  $200,000  (as  both  debt  and  equity)  to  the 
company  in  May  1980,  and  this  commitment  was  essential  in 
attracting  an  additional  $150,000  in  equipment  financing  from 
the  Massachusetts  Business  Development  Corporation,  the^ Country 
Bank  in  Shelburne  Falls  and  the  Pioneer  Bank  in  Greenfield, 
CDFC's  investment  was  undertaken  in  conjunction  with  the  Franklin 
County  Community  Development  Corporation,  a  newly  formed  CDC 
working  throughout  the  entire  county.   The  CDC  shares  ownership 
of  the  company's  stock,  is  represented  on  the  Board  of  Directors 
and  provided  on-going  assistance  to  the  company  especially  in 
the  area  of  employment  programs.   The  Soy  Dairy  has  committed 
itself  to  hiring  80%  of  its  workforce  from  Franklin  County,  to 
upgrading  the  skills  and  pay  levels  of  the  employees  and  to 
implementing  a  profit  sharing  plan  within  the  next  year. 

NORDIC  INSULATION 

Nordic  Insulation,  Inc.,  is  a  cellulose  insulation  manufacturer 
located  in  Brockton.   CDFC  committed  $125,000  in  debt  and  equity 
financing  in  conjunction  with  the  Brockton  Community  Development 
Corporation.   CDFC's  financing  was  able  to  leverage  an  additional 
$100,000  from  a  local  commercial  bank. 

Nordic  opened  for  business  in  Brockton  in  January  of  1981 
with  ten  employees.   Sales  of  approximately  $400,000  per  year 
should  increase  to  $1,000,000  within  a  year  with  employees  increasing 
to  fifteen.   Brockton  CDC  has  committed  itself  to  assisting  in 
the  search  for  additional  employees  and  in  the  sales  of  cellulose 
insulation  through  community  groups  across  the  state. 

THE  NORTH  END  PROJECT 

The  North  End  Project  is  a  major  neighborhood  rehabilitation 
effort  undertaken  in  the  Memorial  Square  section  of  Springfield 
by  the  Brightwood  Development  Corporation.   The  project  includes 
the  construction  of  almost  210  new  housing  units  for  low  and  moderate 
income  families,  the  expansion  of  several  local  businesses,  the  revi- 
talization  of  the  neighborhood's  commercial  strip  and  the  employment 
of  local  residents. 
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Brightwood  Development  Corporation  formed  a  limited  partnership 
with  MB  Group,  a  major  private  developer,  to  develop  the  new  housing. 
CDFC  has  lent  Brightwood  $135,000  for  its  share  of  the  planning  and 
development  costs  for  the  project.   The  new  housing  construction  is 
an  essential  prerequisite  to  the  expansion  of  several  local  companies 
leading  to  the  maintenance  and  creation  of  over  140  permanent  jobs 
along  with  the  hundreds  of  jobs  involved  in  the  construction.   At 
least  35%  of  the  construction  jobs  and  50%  of  the  permanent  jobs- 
will  go  to  local  residents. 

The  total  private  investment  generated  by  the  project  will 
total  almost  $5.5  million  with  an  Urban  Development  Action  Grant 
from  the  Department  of  Housing  and  Urban  Development  for  $2.1 
million.   The  project  has  been  strongly  supported  by  the  Mayor  of 
Springfield  and  other  Springfield  elected  officials  and  has  received 
funding  support  from  a  variety  of  sources  including  Section  8  subsidies, 
valued  at  $5.9  million,  Neighborhood  Self  Help  funds  from  H.U.D.  and 
private  mortgage  financing  from  the  Springfield  Institution  for 
Savings.   CDFC's  funds  were  committed  in  June,  1980  and  construction 
began  in  early  May  of  1981. 

The  housing  component  of  the  project  consists  of  two  developments, 
Cumberland  Village  and  Villa  Nueva  Vista.   Work  on  Villa  Nueva  Vista 
is  30%  complete  while  work  on  the  former  has  reached  10%  completion. 
It  is  expected  that  final  sign-off  on  the  project  will  occur  some  22 
months  after  the  date  construction  began. 

Sixty- five  people  have  been  employed  to  date  by  contractors  and 
subs  working  on  the  project.   Twenty-seven  have  been  neighborhood 
residents.   Average  wages  have  been  at  union  scales  depending  on  the 
type  of  work  being  performed. 

PORTUGUESE- AMERICAN  PUBLICATIONS,  INC. 

Portuguese-American  Publications,  Inc.  publishes  the 
Journal  de  Fall  River,  a  bilingual  weekly  newspaper  and 
operates  a  commercial  printing  business.   The  Journal  is 
in  its  sixth  year  of  publication  with  a  circulation  that 
has  increased  to  over  25,000.   The  papers  are  now  being 
distributed  free  through  more  than  500  stores  and  factories 
in  Southeastern  Massachusetts. 
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CDFC  has  committed  $90,000  which  leveraged  building  and 
equipment  financing  from  Slade's  Ferry  Trust  Company  in  Fall 
River  and  a  $15,000  loan  from  Jobs  for  Fall  River,  an  economic 
development  corporation  supported  by  the  Chamber  of  Commerce. 
All  of  the  employees  of  the  company  are  currently  paid  more 
than  150%  of  the  prevailing  minimum  wage. 

RIM  PLASTICS,  INC. 


R.I.M.  Inc.,  is  a  plastic  molding  operation  utilizing 
reaction-injection  molding  technology.   The  firm  will  be 
locating  in  the  "Brewery"  in  Jamaica  Plain  upon  the  closing 
of  the  CDFC  commitment  of  $125,000  in  debt  and  equity  financing 
This  project  was  done  in  conjunction  with  the  Neighborhood 
Development  Corporation  of  Jamaica  Plain.   When  in  full 
operation,  R.I.M.  will  employ  twenty  people. 

R  &  W  MACHINE  COMPANY,  INC. 


R  &  W  Machine  Company  is  a  machine  shop  specializing  in 
high  pressure  tooling  for  the  medical  and  computer  industry. 
Its  strong  point  is  the  ability  to  do  prototyping  from  blue 
prints  and  to  automate  the  manufacture  of  small  amounts  of 
parts  with  the  firm's,  numerical  controlled  equipment.   CDFC 
has  committed  $100,000  in  debt  and  equity  to  the  firm  in 
conjunction  with  the  Cleghorn  Neighborhood  Development 
Corporation. 

R  &  W  presently  has  ten  employees  and  expects  to  increase 
that  number  as  the  size  of  the  business  increases  from  sales  of 
$250,000  per  year  to  $2,000,000  over  the  next  couple  of  years. 
Cleghorn  NDC  has  committed  itself  to  assisting  the  firm  in 
the  acquisition  of  new  employees. 

SOLID  AMERICAN  FUEL  ENTERPRISES 

S.A.F.E.  is  a  large  cordwood  manufacturer  located  in 
Greenfield  which  purchases  standing  trees  and  processes  them 
into  cordwood  as  an  alternate  .energy  source  to  oil  or  gas  to 
home  owners.   CDFC  has  committed  $100,000  in  debt  and  equity 
financing.   in  conjunction  with  the  Franklin  County  Community 
Development  Corporation. 


S.A.F.E.  plans  to  process  3,000  cords  of  wood  this -year 
and  increase  that  amount  to  a  capacity  of  7,000  cords  in  the 
following  year.   All  purchases  of  raw  materials  will  occur 
with  Franklin  County  which  will  allow  that  locality  to  better 
utilize  and  capitalize  upon  its  natural  resources. 

SOUTH  END  PRESS 

South  End  Press,  a  nonprofit  educational  publishing  house, 
received  a  loan  commitment  of  $180,000  from  CDFC  in  May,  1980. 
The  commitment  subsequently  increased  to  $200,000.   CDFC's  loan 
was  part  of  a  total  financing  of  over  $400,000  of  which  about 
$200,000  will  be  used  to  finance  the  purchase  and  rehabilitation 
of  a  commercial  building  in  the  South  End  of  Boston.   Another 
$23,000  was  used  to  buy  production  equipment. 

The  United  South  End/Lower  Roxbury  Development  Corporation 
participated  with  CDFC  in  the  investment.   South  End  Press  will 
be  hiring  at  least  75%  of  its  future  employees  from  the  CDC ' s 
neighborhood  and  will  also  be  contributing  to  the  revitalization 
of  the  Massachusetts  Avenue  -  Columbus  Avenue  commercial  area 
with  their  building  purchase  and  rehab.   In  addition,  the  South 
End  Press  will  be  offering  skill  training  programs  in  typesetting, 
graphic  design  and  layout  to  local  organizations  and  individuals 
as  well  as  presenting  a  variety  of  educational  forums  by  well 
known  authors. 

The  CDFC  loan  was  a  primary  factor  in  attracting  other 
financial  partners  to  this  investment.   These  are: 

1)  Principals  of  South  End  Press   $  73,843 

2)  U.S.  Trust  Company  $140,000 

3)  First  National  Bank  of  Boston   $  2  3,149 

$236,992 
As  of  September,  1981  South  End  Press  has  drawn  down  about 
$165,000  of  the  original  $200,000  loan  commitment.   The  sales 
have  grown  from  $178,000  to  $333,000  in  one  year.   The  company 
is  expecting  to  nearly  double  its  sales  again  to  $655,000  in 
1982. 

The  company  is  in  final  negotiations  with  U.S.  Trust  Company 
for  a  line  of  credit  collateralized  by  Accounts  Receivables  that 
will  finance  the  rapid  level  of  growth. 
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SPECTRUM  COLOR  LABS,  INC. 

Spectrum  Color  Labs,  Inc.  is  a  custom  photographic 
development  company  located  in  South  Boston  which  provides 
services  to  professional  photographers  and  advertising  agencies 
throughout  the  Boston  area.   CDFC  committed  $175/000  to  the 
company  in  February  1980  in  conjunction  with  the  South  Boston 
Community  Development  Corporation.   Our  financing  was  able  to 
leverage  an  additional  $20,000  in  private  financing  for  the 
company. 

Spectrum  opened  for  business  in  April  1980  with  three 
employees  and  has  since  hired  10  additional  employees.   Five 
of  these  new  employees  are  South  Boston  residents.   The  company 
has  committed  itself  to  hiring  at  least  85%  of  their  workers 
from  South  Boston.   The  CDC  will  work  with  the  company  on  job 
training  and  referral  programs  to  assure  that  qualified  and 
interested  residents  have  access  to  the  new  jobs.   In  addition, 
Spectrum  will  be  working  with  the  local  Tynan  Community  School 
to  offer  photography  classes  to  South  Boston  residents  as  well 
as  make  available  gallery  space  to  local  photographers. 

Spectrum  has  exceeded  our  expectations  during  the  past 
year  and  we  expect  this  rapid  growth  to  continue  in  the  future. 

SUN-KIT,  INC. 


Sun-Kit,  Inc. ,  is  a  manufacturer  of  low  cost,  do-it-yourself 
solar  panels  which  use  thermal  technology.   The  firm  is  located  in 
Greenfield  and  is  considered  a  start-up  venture  by  CDFC.   CDFC  has 
invested  a  small  amount,  $15,000,  to  bring  the  firm  to  a  position 
where  additional  capital  may  be  invested.   The  firm  has  successfully 
developed  marketing  channels  and  has  sold  approximately  150  units 
thus  far. 

Franklin  County  Community  Development  Corporation  has  worked 
diligently  with  Sun-Kit  in  their  early  growth  problems  and  has 
made  a  commitment  to  assist  the  firm  over  the  long  term. 
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TAURUS  AT  FOUNTAIN  HILL  ASSOCIATES 

Taurus  at  Fountain  Hill  Associates  is  a  limited  partnership 
formed  by  John  B.  Cruz,  III  and  his  father,  who  own  Cruz 
Construction  Company,  one  of  the  largest  and  most  successful 
minority  general  contractors  in  the  state.   The  partnership 
has  completed  a  73-unit  Section  8  family  housing  development 
in  Roxbury  with  a  $3.1  million  mortgage  commitment  from  the 
Massachusetts  Housing  Finance  Agency  (MHFA) .   The  development 
is  located  on  a  hill  in  back  of  Dudley  Station  with  a  spectac- 
ular view  of  downtown  Boston  and  the  harbor. 

CDFC  provided  the  partnership  with  a  $310,000  letter  of 
credit  to  cover  any  potential  cost  overruns  during  construction. 
The  investment  was  undertaken  in  conjunction  with  the  Greater 
Roxbury  Development  Corporation  and  was  done  to  assure'  the 
construction  of  needed  affordable  family  housing  in  the 
Roxbury  community.   In  addition,  Cruz  Construction  Company 
is  employing  directly  or  through  subcontractors  a  large  number 
of  local  residents.   Of  the  nearly  300  workers  employed  during 
the  construction  period,  almost  50%  will  be  minority  workers 
and  25%  will  be  from  the  local  Roxbury  community.   Construction 
started  in  January  of  1980  and  was  completed  in  May  of  1981. 


-  18  - 


7"""  '"'"T"r 


COMMUNITY  DEVELOPMENT  CORPORATIONS 


Adams  Community  Development  Corporation 

Allston-Brighton  Community  Development  Corporation 

Arlington  Community  Development  Corporation  (Lawrence) 

Back  of  the  Hill  Community  Development  Association  (Boston) 

Brightwood  Development  Corporation  (Springfield)  * 

Brockton  Community  Development  Corporation  * 

Cambridge  Community  Economic  Development  Corporation  * 

Chinese  Economic  Development  Council  (Boston) 

Cleghorn  Neighborhood  Development  Corporation  (Fitchburg)  * 

Clinton  Community  Development  Corporation  * 

Codman  Square  Community  Development  Corporation  (Dorchester)  * 

Community  Development  Corporation  of  Boston 

Community  Development  Corporation  of  Worcester 

Dorchester  Bay  Economic  Development  Corporation  * 

Dudley  Neighborhood  Development  Corporation  (Roxbury) 

East  Boston  Community  Development  Corporation 

East  End  Community  Development  Corporation  (Cambridge) 

Fenway  Community  Development  Corporation  (Boston) 

Fields  Corner  Community  Development  Corporation  (Dorchester) 

Franklin  County  Community  Development  Corporation  * 

Greater  Roxbury  Development  Corporation  * 

Hilltown  Community  Development  Corporation  (Hampshire  County) 

Hyde  Park  Community  Development  Corporation 

Inquilinos  Boricuas  en  Accion  (Boston) 

Lena  Park  Community  Development  Corporation  (Boston) 

Neighborhood  Development  Corporation  of  Jamaica  Plain  * 

New  Bedford  Economic  Development  Corporation 

Newton  Highlands  Community  Development  Corporation 

Newton  Upper  Falls  Community  Development  Corporation 

Newton  Corner  Community  Development  Corporation 

North  Adams  Community  Development  Corporation  * 

Northampton  Community  Development  Corporation 

Pittsfield  Community  Development  Corporation 

Re-Act  Community  Development  Corporation  (Fall  River)  * 

Riverside/Cambridgeport  Community  Corporation* 
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Riverside  Community  Development  Corporation  (Holyoke) 

Roxbury  Action  Program 

Roxbury-North  Dorchester  Neighborhood  Resource  Center 

Salem  Harbor  Community  Development  Corporation 

Somerville  United  Neighborhoods  Community  Development  Corporation 

South  Boston  Community  Development  Corporation  * 

South  Central  Community  Development  Corporation  (New  Bedford) 

South  Holyoke  Community  Development  Corporation 

South  Side  Neighbors  Community  Development  Corporation  (Cambridge) 

United  South  End/Lower  Roxbury  Development  Corporation  * 

Uphams  Corner  Community  Development  Corporation  (Dorchester) 

Upper  State  Street  Development  Corporation  (Springfield) 

West  Fens  Community  Development  Corporation  (Boston) 

Worcester  Cooperation  Council,  Inc. 

*  presently  has  investments  outstanding  with  CDFC 

Note:   The  CDCs  listed  above  are  organizations  that 

potentially  could  sponsor  economic  development 
projects  that  CDFC  could  fund. 
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Oeloitte 
dns  Sells 


28  State  Street 

Boston,  Massachusetts  02109 

(617)  742-7660 

Telex  9401=61 


AUDITORS'  OPINION 


Massachusetts  Community  Development 
Finance  Corporation: 

We  have  examined  the  balance  sheet  of  Massachusetts 
Community  Development  Finance  Corporation  at  June  30,  1981 
and  the  related  statements  of  operations  and  of  changes  in 
financial  position  for  the  year  then  ended.   Our  examination 
was  conducted  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances.   The  financial 
statements  for  the  year  ended  June  30,  1980  were  examined  by 
other  auditors  whose  opinion,  dated  August  8,  1980,  was 
qualified  as  being  subject  to  the  effects,  if  any,  on  the 
financial  statements  of  the  valuation  of  the  portfolio 
investments  determined  by  management  of  the  Corporation  as 
discussed  in  Note  2  to  the  financial  statements. 

As  discussed  in  Note  2,  portfolio  investments  amounting  to 
$1,635,478  have  been  valued  at  fair  value  as  determined 
by  management  of  the  Corporation.   We  have  reviewed  the  pro- 
cedures applied  by  management  in  valuing  such  securities  and 
have  inspected  underlying  documentation;   while  in  the  cir- 
cumstances the  procedures  appear  to  be  reasonable  and  the 
documentation  appropriate,  determination  of  fair  value 
involves  subjective  judgment  which  is  not  susceptible  to 
substantiation  by  auditing  procedures. 

In  our  opinion,  subject  to  the  effects,  if  any,  on  the 
financial  statements  of  the  valuation  of  securities  deter- 
mined by  management  as  described  in  the  preceding  paragraph, 
the  above-mentioned  financial  statements  present  fairly  the 
financial  position  of  Massachusetts  Community  Development 
Finance  Corporation  and  the  results  of  its  operations  and 
changes  in  its  financial  position  for  the  year  then  ended, 
in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  that  of  the  preceding 
year. 


August  15,  1981 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT  FINANCE  CORPORATION 


BALANCE  SHEETS,  JUNE  30,  1981  AND  1980 


ASSETS 


NOTES 


1981 


1980 


Investments  in  portfolio  securities: 
Notes  and  debentures  (cost, 

$1,261,478  in  1981  and  $1,074,880 

in  1980) 

Capital  stock  (cost,  $611,300  in  1981 

and  $558,000  in  1980) 

Temporary  cash  investments  (at  cost 

which  approximates  market) 

Interest  receivable 

Prepaid  expenses  and  other  assets 

Furniture,  fixtures  and  equipment  -  net 
of  accumulated  depreciation  of  $2,378 

in  1981  and  $1,557  in  1980 

Cash 

TOTAL 


2,3 


$  1 ,109,178   $   845,880 
526,300      418,000 


9,596,643 

520,339 

4,277 


9,131 
8,684 


9,650,729 

194,078 

4,156 


8,543 
14,000 


$11,774,552  $11 ,135,386 


LIABILITIES  AND  STOCKHOLDERS'  EQUITY 


Accrued  and„other  liabilities 

Deferred  revenue 

Deferred  compensation 

Total  liabilities 

STOCKHOLDERS'  EQUITY: 

Common  stock,  authorized,  issued  and 
outstanding,  1,000,000  shares,  $10 
par  value . 

Retained  earnings 

Total  stockholders'  equity. 

TOTAL 

See  notes  to  financial  statements. 


$ 


18,605 

37,500 

6,252 


$ 


62,357 


10,000,000 

1  ,712,195 

11  ,712,195 

$11 ,774,552 


11,159 

37,500 

2,193 


50,852 


10,000,000 

1 ,084,534 

11  ,084,535 

$11  ,135,386 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT  FINANCE  CORPORATION 


STATEMENTS  OF  OPERATIONS 
FOR  THE  YEARS  ENDED  JUNE  30, 


1981  AND  1980 


1981 


1980 


INVESTMENT  INCOME: 

Income: 

Interest  on  portfolio  investments 

Interest  on  temporary  cash  investments 
Miscellaneous  services  and  fees 

Total  income 


EXPENSES: 

Payroll  and  fringe  benefits 

Office 

Rent  and  utilities 

Consulting  fees 

Telephone 

Travel 

Professional  fees .  . 

Other 

Total  expenses 


$   67,815  $   14,025 

1  ,341  ,283  1  ,088,735 

22,500 

1,409,098  1  ,125,260 


159,502 

130,219 

27,896 

26,295 

28,848 

15,925 

118,348 

9,224 

6,936 

8,216 

5,783 

16,075 

18,257 

2,028 

3,184 

370,137 


206,599 


INVESTMENT  INCOME  -  Net $1,038,961   $   918,661 


REALIZED  AND  UNREALIZED  LOSS  ON  INVESTMENTS: 
Realized  loss  on  liquidated  investments: 

Proceeds  from  liquidation 

Cost  of  investments  liquidated 

Net  realized  loss... 

Unrealized  depreciation  on  investments: 

Beginning  of  period .  .  . . 

End  of  period 

Increase  (decrease)  in  unrealized  depreciation 

NET  REALIZED  AND  UNREALIZED  LOSS  ON 

INVESTMENTS 


$  59,100 
602,100 
543,000 

369,000      -  0  - 
237,300   $   369,000 
(131 ,700)    369,000 


$   411,300  $   369,000 


See  notes  to  financial  statements. 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT  FINANCE  CORPORATION 


STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEARS  ENDED  JUNE  30,  1981  AND  1980 


1981 


1980 


SOURCE  OF  FUNDS: 

From  operations  realized: 

Investment  income  -  net $1,038,961  $   918,661 

Net  realized  loss (543,000) 

Non-cash  charges  to  income  -  depreciation...  821   898 

Total  from  operations  realized 496,782  919,559 

Decrease  in  investment  portfolio  securities...     602,100 

Decrease  in  temporary  cash  investments 54,086  246,729 

Decrease  in  interest  receivable,.  .  .  . 16,272 

Decrease  in  cash 5,316  204,824 

Increase  in  accrued  and  other  liabilities 7,446  3,672 

Increase  in  deferred  revenue.... 37,500 

Increase  in  deferred  compensation 4,  059   2  , 1  93 

TOTAL  FUNDS  PROVIDED $1  ,169,789  $1  ,430,749 

APPLICATION  OF  FUNDS: 

Investments  in  portfolio  securities $   841  ,998  $1,427,880 

Increase  in  prepaid  expenses  and  other  assets.         121  2,155 

Increase  in  interest  receivable 326,261 

Acquisition  of  furniture,  fixtures  and 

equipment 1  ,  409 71  4 

TOTAL  FUNDS  APPLIED $1,169,789  $1  ,430,749 


See  notes  to  financial  statements. 
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MASSACHUSETTS  COMMUNITY  DEVELOPMENT  FINANCE  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS 

1.  ORGANIZATION  OF  THE  CORPORATION 

The  Corporation  was  formed  in  1975  under  Chapter  40F  of  the 
Massachusetts  General  Laws  to  invest  money  principally  in 
business  enterprises  undertaken  in  conjunction  with  local  com- 
munity development  corporations  which  undertake  investment 
activities  in  economically  depressed  areas  of  Massachusetts. 

The  Corporation  issued  500,000  shares  of  common  stock  ($10  par 
value)  to  The  Commonwealth  of  Massachusetts  on  December  8,  1977 
and  500,000  shares  on  March  22,  1978.   The  proceeds 
($10,000,000)  of  the  sale  of  common  stock  may  be  invested  in 
eligible  businesses  in  Massachusetts  or  in  certain  securities  as 
defined  in  Section  38  of  Chapter  29  of  the  General  Laws. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Revenue  Recognition 

The  Corporation  records  interest  income  only  to  the  extent 
management  anticipates  such  amounts  will  be  collected.   Fees  for 
other  services  are  accrued  at  the  time  services  are  provided. 

Portfolio  Investment  Valuation 

Notes,  debentures  and  capital  stock  investments  were  valued  at 
$1,635,478  and  $1,263,800  at  June  30,  1981  and  1980,  respec- 
tively, based  on  good  faith  determination  by  management  of  the 
Corporation.   The  values  assigned  to  the  investments  are  con- 
sidered to  be  the  amounts  which  could  be  realized  from  an 
orderly  sale  or  other  disposition  of  the  investments. 

In  making  its  valuations,  management  considered  the  cost  of  the 
investments  to  the  Corporation,  developments  since  the 
acquisition  of  the  investments,  the  quoted  prices  of  securities 
that  are  publicly  traded,  and  other  factors  pertinent  to  the 
valuation  of  the  investments.   There  is  no  public  market  for 
most  of  the  investments.   Management,  in  making  its  evaluation, 
has  in  many  instances  relied  on  financial  data  of  investees  and 
on  estimates  by  management  of  the  investee  companies  as  to  the 
effect  of  future  developments.   Management  has  reviewed  such 
documentation  as  is  available. 
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The  Corporation  has  acquired  portfolio  investments  by  direct 
purchase  from  the  issuer  under  investment  representation,  and 
management  has  valued  the  securities  on  the  premise  that  they 
may  not  be  sold  without  registration  under  the  Securities  Act  of 
1933.   The  cost  of  portfolio  investments  purchased  by  the 
Corporation  from  the  issuer  has  been  determined  by  direct  nego- 
tiation between  the  Corporation  and  the  issuer. 

Temporary  Cash  Investments 

Temporary  cash  investments  consisting  primarily  of  U.S.  Treasury 
Bills  and  certificates  of  deposit  are  oarried  at  cost  which 
approximates  market.   The  Corporation  intends  to  hold  such 
investments  until  maturity,  and,  accordingly,  does  not  recognize 
gains  or  losses  as  a  result  of  holding  such  securities. 

Depreciation 

Provisions  for  depreciation  of  fixed  assets  are  calculated  using 
the  straight-line  method.   Fixed  assets  include  office -fur- 
niture, fixtures  and  equipment  with  useful  lives  ranging  from 
three  to  ten  years. 

Income  Taxes 

The  Corporation  is  an  instrumentality  of  the  Commonwealth  of 
Massachusetts  and,  as  such,  is  not  subject  to  any  state  or 
federal  income  taxes. 
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In  addition  to  the  aforementioned  investment  commitments  at 
June  30,  1981,  the  Corporation  had  one  additional  investment 
commitment  for  $125,000.   Subsequent  to  year  end,  the 
Corporation  made  two  additional  investment  commitments  aggre- 
gating $200,000. 

The  Corporation  has  issued  a  $310,000  letter  of  credit  in  favor 
of  Taurus  at  Fountain  Hill.   At  June  30,  1981,  this  letter  had 
not  been  drawn  upon. 

4.  LEASES 

Effective  March  1,  1981,  the  Corporation  leases  office  space^ 
under  a  three-year  operating  lease.   Terms  of  the  lease  require 
minimum  annual  rental  payments  of  $48,825,  and  provide  for 
additional  rental  payments  for  any  increases  in  real  estate 
taxes . 

Rental  expense  charged  to  income  approximated  $25,966  and 
$12,500  in  1981  and  1980,  respectively. 

5.  DEFERRED  COMPENSATION  PLAN 

The  Corporation  has  a  deferred  compensation  plan  covering 
substantially  all  employees.   Terms  of  the  agreement  require 
minimum  annual  contributions  of  10%  of  salaries.   Contributions 
charged  to  expense  in  1981  and  1980  approximate  $14,000  and 
$11,600,  respectively. 

6.  CONSULTING  AGREEMENT 

In  1981,  the  Corporation  entered  into  a  consulting  agreement 
with  Massachusetts  Community  Economic  Development  Assistance 
Corporation  (CEDAC) .   CEDAC  is  responsible  for  providing  the 
Corporation  and  local  community  development  corporations  with 
viable  investment  opportunities.   During  1981  amounts  expensed 
approximated  $101,000. 

Subsequent  to  June  30,  1981  the  Corporation  extended  its 
agreement  with  CEDAC  for  a  one-year  period  and  amended  certain 
terms.   Anticipated  expense  under  the  amended  agreement  approxi- 
mates $200,000. 
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MASS  C.D.F.C. 
SHAUMUT  CASH  RESERVE  FUND 
ASSET  LIST  FOR  10/20/81 


NO.  COMPANY 
OTHER  ASSETS 


RATE   RM 


PURCHASE 
DATE 


MATURITY 
DATE 


COST 


PAR  VALUE 


407 

FEDERAL 

FARM 

17.850% 

CREDIT 

BANK 

350 

FEDERAL 

FARM 

14.900% 

CREDIT 

BANK 

7Cn 

FEDERAL 

FARM 

14.900% 

CREDIT 

BANK 

396 

FEDERAL 

FARM 

15.800% 

CREDIT 

BANK 

392 

FEDERAL 

FARM 

16.400% 

CREDIT 

BANK 

395 

FEDERAL 

FARM 

15.850% 

CREDIT 

BANK 

401 

FEDERAL 

FARM 

17.100% 

CREDIT 

BANK 

404 

FEDERAL 

FARM 

17.850% 

CREDIT 

BANK 

414 

FEDERAL 

FARM 

16.700% 

CREDIT 

BANK 

399 

FEDERAL 

HOME 

15.900% 

LOAN  DANK 

416 

FEDERAL 

HOME 

16.500% 

LOAN  BANK 

400 

FHLD 

17.930% 

DISC  NOTE 

393 

FIRST  NATL  BOSTON 

15.250% 

CD. 

406 

FIRST  NATL  BOSTON 

17.250% 

CD 

411 

FIRST  NATL  BOSTON 

16.500% 

CD 

364 

SHAUMUT 
CD. 

14.000% 

362 

SHAUMUT 
CD. 

14.000% 

368 

SHAUMUT 
CD. 

13.250% 

374 

SHAUMUT 
CD. 

14.500% 

4C9 

STATE  STREET 

17.625% 

CD 

413 

US  TREASURY 

14.750%   6 

BILLS 

379 

US  TREASURY 

13.350% 

BILLS 

405 

US  TREASURY 

15.800% 

BILLS 

415 

US  TREASURY 

13.430% 

BILLS 

TOTAL 

PERCENT  OF  TOTAL 

CUMULATIVE  PERCENT 

6  9/  1/81 

6  2/  2/81 

6  3/  9/81 

6  7/  2/81 

6  6/  1/81 

6  7/  2/81 

6  8/  4/81 

6  9/  1/81 

6  10/13/81 

6  7/27/81 

6  9/25/81 

6  8/  4/81 

6  6/16/81 

6  9/  9/81 

6  9/16/81 

6  3/16/81 

6  3/13/81 

6  3/30/81 

6  4/15/81 

6  5/21/81 

10/  2/81 

6  4/22/81 

6  9/  4/81 

6  10/13/81 

33  - 


3/ 

1/81 

$ 

400,000. 00 

11/ 

2/81 

* 

200,000.00 

11/ 

2/81 

$ 

499,062.50 

1/ 

4/82 

$ 

250,078.13 

3/ 

1/82 

$ 

200,000.00 

4/ 

1/82 

$ 

999,687.50 

5/ 

3/82 

* 

399,562.50 

6/ 

1/82 

$ 

600f000.00 

7/ 

1/82 

* 

479,898.44 

7/26/82 

* 

100,000.00 

9/27/82 

$ 

300,000.00 

2/ 

2/82 

* 

458*646.53 

1/11/82 

$ 

850,000.00 

2/17/82 

* 

200,000.00 

4/13/82 

$ 

100,000.00 

11/16/81 

$ 

100,000.00 

11/17/81 

$ 

100,000.00 

12/10/81 

$ 

100,000.00 

12/10/81 

$ 

100,000.00 

11/16/81 

$ 

700,000.00 

5/20/82    $ 

181,152.78 

12/ 

3/81 

$ 

916,562.50 

3/ 

4/82 

* 

552,336.67 

9/ 

9/82 

* 

876,518.61 

- 

$ 

9,663,506. 16 
100.000% 

100.000% 

$  400,000.00 

*  200,000.00 

*  500,000.00 

*  250,000.00 
$  200,000.00 

*  1,000,000.00 

$         400,000.00 

*  600,000.00 
$    475,000.00 

$  100,000.00 

%  300,000.00 

$  500,000.00 

$  850,000.00 

$  200,000.00 

$  100,000.00 

i  100,000.00 
t  100,000.00 
$  100,000.00 
$  100,000.00 
$    700,000.00 

200,000.00 
$  1,000,000.00 
$    600,000.00 

*  1,000,000.00 
$  9,975,000.00 
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